CHAPTER XXI
THE NET CONTRIBUTION RECEIVED BY THE REPARATIONS-
RECEIVING COUNTRY FROM THE REPARATIONS-PAYING
COUNTRY
§ 1. As in Chapter XIX we suppose that full adjustment
has been made in the reparation-receiving country to the fact
of reparations, so that the level of employment there is not
affected and there is no question of balancing the advantage
of receiving goods gratis from abroad against the disadvantage
of wage-earners at home being thereby thrown out of work.
§ 2. If, in consequence of a reparation levy, the rate of
interchange is turned against the reparations-paying, and so
in favour of the reparations-receiving country, it is evident
that the foreign contribution received by the latter exceeds
the amount of the reparations ; for, the reparations receiver
being, as before, thought of as producing cloth and the repara-
tions payer linen, the contribution consists in an amount of
linen of the value of the reparations as assessed in cloth,
plus a cheapening, in terms of cloth, of such linen as the
reparation receivers continue to buy in excess of what they
get as reparations. But, since in effect what happens is that
the reparation receivers get more linen in consequence of
reparations and have to pay away less cloth, two items are
involved in the foreign contribution ; and the relative values
of these two items are different in post-reparation from what
they were in pre-reparation days. Consequently, for anyone
seeking to add together the part of the contribution which
consists in increased linen imports and the part which con-
sists in decreased cloth exports, there is not a single clear-cut
price of linen in terms of cloth, by means of which he can com-
bine the two parts, so as to express the whole in terms of so
much cloth. Thus any definition of the foreign contribution,
with a view to measuring its amount, must involve some degree
of ambiguity. Fortunately, however, on the assumption—an
assumption on which the validity of the formula given on page
185 depends — that R, and therewith also AX and AY, are
small relatively to X and Y, the ambiguity is negligible. The
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